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annual or more frequent basis, that re-
quire interest payouts at least annu-
ally, and that disclose an APY deter-
mined in accordance with section E of
Appendix A of this part, a statement
that interest cannot remain on deposit
and that payout of interest is manda-
tory.

(d) Bonuses. Except as provided in
paragraph (e) of this section, if a bonus
is stated in an advertisement, the ad-
vertisement shall state the following
information, to the extent applicable,
clearly and conspicuously:

(1) The “annual percentage yield,”
using that term;

(2) The time requirement to obtain
the bonus;

(3) The minimum balance required to
obtain the bonus;

(4) The minimum balance required to
open the account, if it is greater than
the minimum balance necessary to ob-
tain the bonus; and

(5) When the bonus will be provided.

(e) Exemption for certain advertise-
ments—(1) Certain media. If an adver-
tisement is made through one of the
following media, it need not contain
the information in paragraphs (c)(1),
(©)(2)., (©)@. (©)(®), (©)(6)(iD), (d)(4), and
(d)(5) of this section:

(i) Broadcast or electronic media,
such as television or radio;

(ii) Outdoor media, such as bill-
boards; or

(iii) Telephone response machines.

(2) Indoor signs. (i) Signs inside the
premises of a depository institution (or
the premises of a deposit broker) are
not subject to paragraphs (b), (c), (d) or
(e)(1) of this section.

(ii) If a sign exempt by paragraph
(e)(2) of this section states a rate of re-
turn, it shall:

(A) State the rate as an ‘“‘annual per-
centage yield,”” using that term or the
term “APY.” The sign shall not state
any other rate, except that the interest
rate may be stated in conjunction with
the annual percentage yield to which it
relates.

(B) Contain a statement advising
consumers to contact an employee for
further information about applicable
fees and terms.

(f) Additional disclosures in connection
with the payment of overdrafts. Institu-
tions that promote the payment of
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overdrafts in an advertisement shall
include in the advertisement the dis-
closures required by §230.11(b) of this
part.

[57 FR 43376, Sept. 21, 1992, as amended at 58
FR 15081, Mar. 19, 1993; Reg. DD, 60 FR 5130,
Jan. 26, 1995; Reg. DD, 63 FR 40638, July 30,
1998; Reg. DD, 63 FR 52107, Sept. 29, 1998; 70
FR 29593, May 24, 2005]

§230.9 Enforcement and record reten-
tion.

(a) Administrative enforcement. Section
270 of the act contains the provisions
relating to administrative sanctions
for failure to comply with the require-
ments of the act and this part. Compli-
ance is enforced by the agencies listed
in that section.

(b) Civil liability. Section 271 of the
Act contains the provisions relating to
civil liability for failure to comply
with the requirements of the act and
this part; Section 271 is repealed effec-
tive September 30, 2001.

(c) Record retention. A depository in-
stitution shall retain evidence of com-
pliance with this part for a minimum
of two years after the date disclosures
are required to be made or action is re-
quired to be taken. The administrative
agencies responsible for enforcing this
part may require depository institu-
tions under their jurisdiction to retain
records for a longer period if necessary
to carry out their enforcement respon-
sibilities under section 270 of the act.

[57 FR 43376, Sept. 21, 1992, as amended by
Reg. DD, 63 FR 52107, Sept. 29, 1998]

§230.10 [Reserved]

§230.11 Additional disclosure require-
ments for institutions advertising
the payment of overdrafts.

(a) Periodic statement disclosures—(1)
Disclosure of Total Fees. (i) Except as
provided in paragraph (a)(2) of this sec-
tion, if a depository institution pro-
motes the payment of overdrafts in an
advertisement, the institution must
separately disclose on each periodic
statement:

(A) The total dollar amount for all
fees or charges imposed on the account
for paying checks or other items when
there are insufficient funds and the ac-
count becomes overdrawn; and
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(B) The total dollar amount for all
fees imposed on the account for return-
ing items unpaid.

(if) The disclosures required by this
paragraph must be provided for the
statement period and for the calendar
year to date, for any account to which
the advertisement applies.

(2) Communications not triggering dis-
closure of total fees. The following com-
munications by a depository institu-
tion do not trigger the disclosures re-
quired by paragraph (a)(1) of this sec-
tion:

(i) Promoting in an advertisement a
service for paying overdrafts where the
institution’s payment of overdrafts
will be agreed upon in writing and sub-
ject to the Board’s Regulation Z (12
CFR part 226);

(i) Communicating (whether by tele-
phone, electronically, or otherwise)
about the payment of overdrafts in re-
sponse to a consumer-initiated inquiry
about deposit accounts or overdrafts.
Providing information about the pay-
ment of overdrafts in response to a bal-
ance inquiry made through an auto-
mated system, such as a telephone re-
sponse machine, an automated teller
machine (ATM), or an institution’s
Internet site, is not a response to a
consumer-initiated inquiry for pur-
poses of this paragraph;

(iii) Engaging in an in-person discus-
sion with a consumer;

(iv) Making disclosures that are re-
quired by Federal or other applicable
law;

(v) Providing a notice or including
information on a periodic statement
informing a consumer about a specific
overdrawn item or the amount the ac-
count is overdrawn;

(vi) Including in a deposit account
agreement a discussion of the institu-
tion’s right to pay overdrafts;

(vii) Providing a notice to a con-
sumer, such as at an ATM, that com-
pleting a requested transaction may
trigger a fee for overdrawing an ac-
count, or providing a general notice
that items overdrawing an account
may trigger a fee; or

(viii) Providing informational or edu-
cational materials concerning the pay-
ment of overdrafts if the materials do
not specifically describe the institu-
tion’s overdraft service.

12 CFR Ch. Il (1-1-08 Edition)

(3) Time period covered by disclosures.
An institution must make the disclo-
sures required by paragraph (a)(1) of
this section for the first statement pe-
riod that begins after an institution
advertises the payment of overdrafts.
An institution may disclose total fees
imposed for the calendar year by aggre-
gating fees imposed since the begin-
ning of the calendar year, or since the
beginning of the first statement period
that year for which such disclosures
are required.

(4) Termination of promotions. Para-
graph (a)(1) of this section shall cease
to apply with respect to a deposit ac-
count two years after the date of an in-
stitution’s last advertisement pro-
moting the payment of overdrafts ap-
plicable to that account.

(5) Acquired accounts. An institution
that acquires an account must there-
after provide the disclosures required
by paragraph (a)(1) of this section for
the first statement period that begins
after the institution promotes the pay-
ment of overdrafts in an advertisement
that applies to the acquired account. If
disclosures under paragraph (a)(1) of
this section are required for the ac-
quired account, the institution may,
but is not required to, include fees im-
posed prior to acquisition of the ac-
count.

(b) Advertising disclosures for overdraft
services—(1) Disclosures. Except as pro-
vided in paragraphs (b)(2),(b)(3), and
(b)(4) of this section, any advertise-
ment promoting the payment of over-
drafts shall disclose in a clear and con-
spicuous manner:

(i) The fee or fees for the payment of
each overdraft;

(i) The categories of transactions for
which a fee for paying an overdraft
may be imposed;

(iii) The time period by which the
consumer must repay or cover any
overdraft; and

(iv) The circumstances under which
the institution will not pay an over-
draft.

(2) Communications about the payment
of overdrafts not subject to additional ad-
vertising disclosures. Paragraph (b)(1) of
this section does not apply to:

(i) An advertisement promoting a
service where the institution’s pay-
ment of overdrafts will be agreed upon
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in writing and subject to the Board’s
Regulation Z (12 CFR part 226);

(ii) A communication by an institu-
tion about the payment of overdrafts
in response to a consumer-initiated in-
quiry about deposit accounts or over-
drafts. Providing information about
the payment of overdrafts in response
to a balance inquiry made through an
automated system, such as a telephone
response machine, ATM, or an institu-
tion’s Internet site, is not a response to
a consumer-initiated inquiry for pur-
poses of this paragraph;

(iii) An advertisement made through
broadcast or electronic media, such as
television or radio;

(iv) An advertisement made on out-
door media, such as billboards;

(v) An ATM receipt;

(vi) An in-person discussion with a
consumer;

(vii) Disclosures required by federal
or other applicable law;

(viii) Information included on a peri-
odic statement or a notice informing a
consumer about a specific overdrawn
item or the amount the account is
overdrawn;

(ix) A term in a deposit account
agreement discussing the institution’s
right to pay overdrafts;

(xX) A notice provided to a consumer,
such as at an ATM, that completing a
requested transaction may trigger a fee
for overdrawing an account, or a gen-
eral notice that items overdrawing an
account may trigger a fee; or

(xi) Informational or educational ma-
terials concerning the payment of over-
drafts if the materials do not specifi-
cally describe the institution’s over-
draft service.

(3) Exception for ATM screens and tele-
phone response machines. The disclo-
sures described in paragraphs (b)(1)(ii)
and (b)(1)(iv) of this section are not re-
quired in connection with any adver-
tisement made on an ATM screen or
using a telephone response machine.

(4) Exception for indoor signs. Para-
graph (b)(1) of this section does not
apply to advertisements for the pay-
ment of overdrafts on indoor signs as
described by §230.8(e)(2) of this part,
provided that the sign contains a clear
and conspicuous statement that fees
may apply and that consumers should
contact an employee for further infor-

Pt. 230, App. A

mation about applicable fees and
terms. For purposes of this paragraph
(b)(4), an indoor sign does not include
an ATM screen.

[70 FR 29593, May 24, 2005]

APPENDIX A TO PART 230—ANNUAL
PERCENTAGE YIELD CALCULATION

The annual percentage yield measures the
total amount of interest paid on an account
based on the interest rate and the frequency
of compounding.! The annual percentage
yield is expressed as an annualized rate,
based on a 365-day year.2 Part | of this appen-
dix discusses the annual percentage yield
calculations for account disclosures and ad-
vertisements, while Part Il discusses annual
percentage Yyield earned calculations for
periodic statements.

Part I. Annual Percentage Yield for Account
Disclosures and Advertising Purposes

In general, the annual percentage yield for
account disclosures under §§230.4 and 230.5
and for advertising under §230.8 is an
annualized rate that reflects the relationship
between the amount of interest that would
be earned by the consumer for the term of
the account and the amount of principal
used to calculate that interest. Special rules
apply to accounts with tiered and stepped in-
terest rates, and to certain time accounts
with a stated maturity greater than one
year.

A. GENERAL RULES

Except as provided in Part I.E. of this ap-
pendix, the annual percentage yield shall be
calculated by the formula shown below. In-
stitutions shall calculate the annual per-
centage yield based on the actual number of
days in the term of the account. For ac-
counts without a stated maturity date (such
as a typical savings or transaction account),
the calculation shall be based on an assumed
term of 365 days. In determining the total in-
terest figure to be used in the formula, insti-
tutions shall assume that all principal and
interest remain on deposit for the entire

1The annual percentage yield reflects only
interest and does not include the value of
any bonus (or other consideration worth $10
or less) that may be provided to the con-
sumer to open, maintain, increase or renew
an account. Interest or other earnings are
not to be included in the annual percentage
yield if such amounts are determined by cir-
cumstances that may or may not occur in
the future.

2nstitutions may calculate the annual
percentage yield based on a 365-day or a 366-
day year in a leap year.
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